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I. 



This international preliminary examination report has been prepared by this International Preliminary 
Examining Authority and is transmitted to the applicant according to Article 36. 



This REPORT consists of a total of%3 

□ 



sheets, including this cover sheet 



This report is also accompanied by ANNEXES, i.e., sheets of the description, claims and/or drawings 
which have been amended and are the basis for this report and/or sheets containing rectifications made 
before this Authority (see Rule 70.16 and Section 607 of the Administrative Instructions under the PCT). 

These annexes consist of a total of sheets. 



3. This report contains indications relating to the following items: 
Basis of the report 
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Reasoned statement under Article 35(2) with regard to novelty, inventive step or industrial 
applicability; citations and explanations supporting such statement 
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Commissioner for Patents 
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Alexandria, Virginia 22313-1450 
Facsimile No. (703) 305-3230 
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/Alain L. 8 ashore 
Telephone No. 703-308-1113 



Form PCT/IPEA/409 (cover sheet)(July 1998) 



INTERNATIONAL PRELIMINARY EXAMINATION REPORT 



L Basis of the report 

1. With regard to the elements of the international application:* 
the international application as originally filed, 
the description: 

pages 1-54 as originally filed 

pages NONE , filed with the demand 

pages NONE , filed with the letter of 

the claims: 

pages 55-110 a as originally filed 

pages NONE , as amended (together with any statement) under Article 19 

pages NONE , filed with the demand 

pages NONE , filed with the letter of , 

the drawings: 

pages 1-19 x as originally filed 

pages NONE , filed with the demand 

pages NONE , filed with the letter of . 

| 1 the sequence listing part of the description: 

pages NONE » as originally filed 

pages NONE , filed with the demand 

pages NONE , filed with the letter of . 

2. With regard to the language, all the elements marked above were available or furnished to this Authority in the 
language in which the international application was filed, unless otherwise indicated under this item. 

These elements were available or furnished to this Authority in the following language which is: 

^] the language of a translation furnished for the purposes of international search (under Rule23.1(b)). 
the language of publication of the international application (under Rule 48.3(b)). 
| the language of the translation furnished for the purposes of international preliminary examination(under Rules 
55.2 and/or 55.3). 

3. With regard to. any nucleotide and/or amino acid sequence disclosed in the international application, the 
international preliminary examination was carried out on the basis of the sequence listing: 

I contained in the international application in printed form. 

I filed together with the international application in computer readable form. 

I furnished subsequently to this Authority in written form. 

1 furnished subsequently to this Authority in computer readable form. 

Li The statement that the subsequently furnished written sequence listing does not go beyond the disclosure in the 

international application as filed has been furnished. 
Q The statement that the information recorded in computer readable form is identical to the written sequence listing 

has been furnished 

4. The amendments have resulted in the cancellation of: 

1 | the description, pages NONE 

I I the claims, Nos. NONE 

I I the drawings, sheets/fig NONE 

5. |^j This report has been established as if (some of) the amendments had not been made, since they have been considered to go 

beyond the disclosure as filed, as indicated in the Supplemental Box (Rule 70.2(c)).** 
♦ Replacement sheets which have been famished to the receiving Office in response to an invitation under Article 1 4 are referred to in 
this report as "originally filed" and are not annexed to this report since they do not contain amendments (Rules 70.16 and 70.17). 
** Any replacement sheet containing such amendments must be referred to under item 1 and annexed to this report. 
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V. Reasoned statement under Rule 66.2(a)(ii) with regard to novelty, inventive step or industrial applicability; 
citations and explanations supporting such statement _ 

1. STATEMENT 



Novelty (N) Claims 1-273 YES 

Claims NONE NO 

Inventive Step (IS) Claims 1-273 .YES 

Claims NONE NO 

Industrial Applicability (IA) Claims 1^273 YES 

Claims NONE NO 



2. CITATIONS AND EXPLANATIONS 

Claims 1-273 meet the criteria set out in PCT Article 33(2)-(3), because the prior art (after further consideration) does not teach or fairly 
suggest: formation of a BIC between one or more buyers and one or more sellers for use in formation of a financial derivatives contract; 
establishing a BIC basis; identifying agreement terms of the BIC including contract time, premium payment time, payout payment time, 
premium payment amount, and payout payment amount; validating the BIC reflecting agreement terms, inputting scaling density 
function relating dependence of unit notational premium amount of a BIC to premium amount for any other notational amount of a BIC; 
inputting functions representative of BICs prices responsive to an offer and demand; maintaing an inventory of derivatives contracts 
where the inventory of the derivatives contracts is maintained in BICs units; decomposing a residual contract in a BIC basis which is 
then reported in a net profit or loss as the non-hedging part of the derivatives contract 

There is further not taught or fairly suggested (after further consideration): means for receiving a payout function expressed in 
DCWBSOF format of a derivatives contract; and , means for transfonning a payout payment function expressed in DCWBSOF format 
into DCWOF format, where the DCWOF format is a function of observed values of one or more underlyings. 

There is further not taught or fairly suggested (after further consideration): inputting a description of a derivatives contract in functional 
format; inputting prices for one or more basis instruments; returning a price for the derivatives contract responsive to the description of 
the derivatives contract in functional format and the prices of one or more basis instruments. 

There is further not taught or fairly suggested (after further consideration): creating a credit risk underlying whose value at any given 
time is equal to a percentage of liability a counterparty honors at a given time that depends on a notational amount of counterparty 
liability at the given time, first stakeholders identity and counterpartys identity; setting a maximum response to difference between value 
of counterparty liability not inclusive of credit risk and value of liability inclusive of credit risk; determining first and second payment 
amounts for stakeholders and calculating margin responsive to first and second payout amounts. 

Claims 1-273 meet the criteria set out in PCT Article 33(4), and thus meet industrial applicability because the subject matter claimed 
can be made or used in industry. 
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